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38.    Such is the reasoning of the Bullion Report, to shew
the fallacy of the rule of the directors.   "We are not aware of any
other attempt to refute it so elaborate as the one given.   The
conclusions are perfectly just, but the expressions are in some
respects ambiguous, in some inaccurate; and, altogether, the
reasoning is inadequate to effect its purpose of demonstrating
the fallacy of the doctrine.   In the first place, the expression
"good bills" is one which we shall shew is full of fallacy.   The
Report has further been clouded by the false distinction between
"capital" and " circulating medium." Again, it says the necessary
effect of every addition to the mass of the currency is to diminish
the value of the whole, which assertion is entirely erroneous,
because the value of the currency is always proportionate to the
work which it has to do ; and it is only a change in the proportion
between the currency and the work that it has to do that causes
a change in its value.   The Committee wore further in great
error in supposing that so small an amount as could be added to
the circulating medium in so short a time as during the currency
of the bills that were discounted could have any general effect on
prices

39.    We shall find that, by starting from our fundamental
definition of currency, as transferable debt, and that the value
of the currency depends upon the quantity of transferable debt
which it represents, the fallacy of this theory can be demonstrated
with great ease and simplicity, and the mischievous consequences
which followed from it explained.   When the merchant A comes
to the bank to discount the acceptance of B, it is a sale of the
debt to the bank.   The bank buys a debt payable at a fixed time
after date, \\ith its notes, which are so many small debts payable
to bearer on demand, while the notes are convertible.   The trans-
action is flimply an exchange of debts.   At the appointed time it
is B.'s duty to take a quantity of currency fco the bank, and
discharge his debt.   He does this either in coin or in the bank's
own notes.   If he pays his own debt by the bank's notes, it is
simply a re-exchange of debts between him and the bank; he
extinguishes hit* own debt to the bank at the same time an equal
quantity of the bank's debt is taken out of circulation and
extinguished; consequently, the proportion existing previously